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The growth rates of most of the metal industry leading indexes continued to move lower in December and
January. However, with the exception of the growth rate of the copper leading index, which fell to -3.9%,
the growth rates of the other leading indexes still remain above +1.0%, implying continued slow growth
for most metal industries in the near future. The metals price leading index fell in November and
December, the latest months for which it is available. The movement of this leading index and the
increasing inventories for nonferrous metal products point to flat or possibly declining growth for most
metal prices in the coming months.

The primary metals leading indexdecreased 0.7% in January to 2.9% in November. Commercial and industrial construction
126.0 from a revised 126.9 in December. The index’s 6-montltontracts and net new orders for aluminum mill products increased
smoothed growth rate, a compound annual rate that measures tignificantly in December, recovering most, but not all, of their
near-term trend dipped to 1.1% from a revised 3.0% in Decembesizable decreases in November. The trend of the index’s 6-month

smoothed growth rate remains healthy and points to moderate

Three of the four available components decreased in January aqpowth for aluminum mill products activity in the months ahead.
the fourth component was unchanged. However, the picture o0

future primary metals activity based on the January primary metalsy December, th@rimary and secondary aluminum leading
leading index may be too pessimistic. More than half of the declin;ndex edged up 0.2% to 244.8 from a revised 244.4 in November.
in the index was due to one component, the S&P stock price indeowever, the index’s 6-month smoothed growth rate slowed to
for diversified machinery. By mid-February, however, that index3.99% from 4.6% in November. Only two of the index’s six

had moved up to its highest level since last October. Although theomponents, the LME spot price for primary aluminum and deflated

average workweek in primary metals establishments, another avajl,y, orders for nonferrous and other primary metals, declined, but
able indicator, was unchanged in January, it equaled the long

. ) . X se declines were large enough to offset increases in the other four
workweek in the 51-year period for which these data are ava"abl%omponents The growth rate of the primary and secondary

While the stock price index was responsible for most of the Januagluminum leading index still signals increasing U.S. demand for
decline in the primary metals leading index, the trends of othealuminum. Competition from imports, though, may limit growth in
leading indicators have also been pointing downward in recdrdomestic primary aluminum activity. (Tables and charts for[the
months. New orders for primary metals have been weak sincgrimary and secondary aluminum indexes are in separate file.
September, and the Purchasing Managers’ Index, a broad measure
of manufacturing activity, has generally been moving lower since
last July. The trend of the primary metals leading index over thd he copper leading indexdropped 0.7% to 119.3 in December
past few months suggests that growth in overall industry activitfrom a revised 120.2 in November. Its growth rate slid to -3.9% in
should continue at a slow pace in the near term, but growth coul@december from a revised -2.6% in November, marking the lowest
turn negative if U.S. manufacturing activity begins to decline. growth rate for this index since mid-1995. As in November, the
S ) MII copper stock price index was the largest contributor to the
The Decembesteel leading indexnched up 0.1% to 107.0, but jndex decline. The leading index points to very weak growth or

its 6-month smoothed growth rate eased to 4.2% from a revisggbssibly a decline in domestic copper activity in the coming months.
4.9% in November. The largest positive contribution to the index

came from deflated shipments of appliances, which reached an aﬂ?letals Price Leading Index Declines, Inventories
time high in December. The largest negative contributor was thg; fi to Ri !
S&P stock price index for steel companies. Based on the late ontinue to kise

trend of the steel leading index, slow growth in domestic stee| . N N
activity is likely to continue during the next few months. Newly available data for the total leading index of the Organization

for Economic Cooperation and Development (OECD) has resulted
The aluminum mill products leading index increased 0.9% in  in downward revisions to the metals price leading index for October
December to 146.8 from a revised 145.5 in November, and thend November and has also pulled the December index lower.
index’s 6-month smoothed growth rate moved up to 4.0% fronBased on revised data the metals price leading index has declined
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steadily since last September. The index moved down 0.3% in ber. This is the highest growth rate since July 1989., In the pa:

December to 96.1 from a revised 96.4 in November. The index’s growth rates that high have usually occurred near thé&cahd of cycl
6-month smoothed growth rate dropped to -1.1% from a revisedownturns in metal prices. This growth rate is a measure of changes
-0.4% in November. in the supply of nonferrous metal products in the United States.

The 6-month smoothed growth rates of the OECD leading indeXhe growth rate of the metals price leading index has moved to just
and deflated new orders for U.S. nonferrous metals were largeelow -1.0% and is entering the range that normally signals a
negative contributors to the metals price leading index indownward trend in metal prices. Also, the high growth rate of

December. Those negative contributions outweighed positivéhventories of nonferrous metal products suggests an over supply of
contributions from the growth rates of building permits for newmetals and weak growth in metal prices. Finally, uncertainty about
housing and the deflated U.S. M2 money supply. The nevihe outlook of the East Asian economies will probably continue to

information for the OECD leading index may be reflecting some oflepress growth in metal prices in the near term. Itis important to

the impact of the East Asian countries on the global economy. recognize that the business cycle and inventories are only two
factors in price determination. Other factors that affect prices

The growth rate of the deflated value of nonferrous metal productsiclude changes in metals production, speculation, strategic stock-
inventories held in the United States increased to 17.1% in Decemiling, pnd production costs.

An explanation of the indexes and the 6-month smoothed growth rates appears on page 12.

Table 1.
Leadin g Index of Metal Prices and Growth Rates of the Nonferrous Metals Price Index,
Inventories of Nonferrous Metal Products, and Selected Metal Prices

Six-Month Smoothed Growth Rates
Leadin g Index MIl Nonferrous U.S. Nonferrous Metal Primary Primary Steel
of Metal Prices  Metals Price Index Products Inventories Aluminum Copper Scrap
(1967=100) (1982%)
1996
December 95.2r -6.9 53 -2.0 -11.2 -21.8
1997
January 96.0r 6.4r -0.2 9.8 6.6 -6.6
February 96.7r 11.0 -0.9 12.7 10.5 3.7
March 96.8r 104 -3.7 10.1 11.2 -3.3
April 96.5r 9.7 -3.7 10.8 12.2 -8.5
May 96.2r 18.4 -5.1 11.0 30.7 2.0
June 96.3r 15.2r -3.3 51 25.8 3.4
July 96.9 16.4r 2.6 21.0 34 11.6
August 97.9 5.1r 3.1 4.6 -12.5 13.6
September 98.5r 1.4r 3.3 9.3 -15.9 4.6
October 97.2r -8.6 6.2 3.6 -25.3 6.7
November 96.4r -17.0r 11.6r -1.9 -35.9 13.8
December 96.1 -21.7 17.1 -7.9 -41.3 10.8
1998
January NA -22.2 NA -10.4 -38.8 7.6
r - Revised
Note: The components of the Leadiindex of Metal Prices are the 6-month smootiredvth rates of the followigr 1, the deflated value of new orders fqr
nonferrous metals; 2, the OECD leaglindex, total; 3, the index of new private hogsimits authorized; and 4, the deflated value of U.S. M2 snome
suppy. The Metal IndusyrIndicators (MIl) Nonferrous Metals Price Index measuresgegsim end-of-the-month prices for primauminum, copper,
lead, and zinc traded on the London Metal ExghghME). The steel scrap price used is the price of No. lyheelting. Inventories consist of the]
deflated value of finishegoods, work in prgress, and raw materials for U.S.-produced nonferrous metals and nonferrous metal products. Sik-month
ZT;?&;T?;?;OMh rates are based on the ratio of the current month's index or price to ije averahe precediil2 months, expressed at a compoupd
Sources:  U.S. Geolgical Surveg (USGS); American Metal Market (AMM); the London Metal Exopeu(LME); the Bureau of the Census; and thgaization
for Economic Cooperation and Development (OECD).




CHART 1.
LEADING INDEX OF METAL PRICES AND GROWTH RATES
OF NONFERROUS METALS PRICE INDEX, INVENTORIES OF
NONFERROUS METAL PRODUCTS, AND SELECTED PRICES
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Table 2.
The Primar y Metals Industr y Indexes and Growth Rates

Leadin g Index Coincident Index
(1977 = 100) Growth Rate (1977 = 100) Growth Rate
1997
February 122.6r 4.0r 109.9 35
March 123.5r 4.9r 110.0 3.1
April 124.1 5.3 110.7 3.9
May 125.0 6.2r 110.5 2.9
June 125.4 6.2 111.0 3.3
July 126.1r 6.6r 111.2 3.0
August 127.3r 7.5r 111.8 35
September 127.2 6.4r 112.2r 3.6r
October 127.3r 5.5r 112.8r 4.3
November 126.8r 3.7r 113.3 4.4r
December 126.9r 3.0r 113.7 4.5
1998
January 126.0 11 NA NA
r - Revised

Note: Growth rates are eressed as copound annual rates based on the ratio of the current month's index to tige avéea durig theprecedirg 12

months.

Table 3.

The Contribution of Each Primar y Metals Index Component to the Percent Chan  ge in the
Index from the Previous Month

Leadin g Index December Januar y
1. Average weekly hours, primary metals (SIC 33) 0.0 0.0
2. S&P stock price index, machinery, diversified 0.1r -0.4
3. Ratio of price to unit labor cost (SIC 33) 0.0 NA
4. JOC metals price index growth rate -0.1r -0.2
5. New orders, primary metals, (SIC 33) 1982% -0.1 NA
6. Index of new private housing units authorized by permit 0.1 NA
7. Growth rate of U.S. M2 money supply, 1992% 0.2 NA
8. Purchasing Managers' Index -0.2r -0.2
Trend adjustment 0.0 0.0
Percent change (except for rounding differences) 0.0r -0.8
Coincident Index November December
1. Industrial production index, primary metals (SIC 33) 0.1 0.1
2. Total employee hours, primary metals (SIC 33) 0.2 0.0
3. Value of shipments, primary metals, (SIC 33) 1982% -0.1r 0.1
Trend adjustment 0.1 0.1
Percent change (except for rounding differences) 0.3r 0.3

Sources Leadirg: 1, Bureau of Labor Statistics; 2, Standard & Poor's; 3, Center for International BusiolesRé&search, Bureau
of Labor Statistics, and Federal Reserve Board; 4, Journal of Commerce; 5, Bureau of the Census anddit&.
6, Bureau of the Census and U.S. Ggiglal Survey; 7, Federal Reserve Board, Conference Board, and U.S. dg=blo
Survey; and 8, National Association of PurchasWanaiement. Coincident: 1, Federal Reserve Board; 2, Bureau of La]
Statistics and U.S. Gedjical Survey; 3, Bureau of the Census and U.S. Ggiold Survey. All series are seasonatidusted,
excet 2, 3, and 4 of the leadinndex.

NA: Not available r - Revised

Note: A component's contribution, shown in Tables 3, 5, 7, and 9, measures its effectedntge points, on thepercent chage
in the index. Each month, the sum of the contributmus the trend gdstment quals (excet for roundirg differences)

por

the index'ercent chage from theprevious month.




CHART 2.
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Shaded areas are business cycle recessions. Ast&yisighify peaks (the end of an expansion) and
troughs (the end of a downturn) in the economic activity reflected by the indexes.

CHART 3.
PRIMARY METALS: LEADING AND COINCIDENT GROWTH RATES, 1978-98  Percent
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Table 4.
The Steel Industr y Indexes and Growth Rates

Leadin g Index Coincident Index
(1977 = 100) Growth Rate (1977 = 100) Growth Rate
1997
January 102.8r 0.9r 99.2 1.8
February 103.5 2.0 99.0 1.3
March 104.0r 2.8 99.2 1.4
April 103.8 2.2r 99.7 2.1
May 103.8r 2.1 99.4 1.2
June 104.5 3.3 99.6 1.4
July 104.1r 2.5r 99.5 1.0
August 106.0r 5.6r 99.8 1.4
September 106.7 6.2 100.5 2.4
October 106.7r 5.4r 100.7 2.7
November 106.9r 4.9r 100.8 2.5r
December 107.0 4.2 101.4 3.2
r - Revised

Note: Growth rates are eressed as copound annual rates based on the ratio of the current month's index to thye avéea durig theprecedirg 12
months.

Table 5.

The Contribution of Each Steel Index Component to the Percent Chan ge
in the Index from the Previous Month

Leadin g Index November December
1. Average weekly hours, blast furnaces and basic steel products (SIC 331) 0.0 0.2
2. New orders, steel works, blast furnaces, and rolling and finishing mills,

1982$, (SIC 331) 0.1r 0.0
3. Shipments of household appliances, 1982$% 0.0r 0.4
4. S&P stock price index, steel companies -0.3 -0.4
5. Industrial production index for automotive products 0.5r -0.2
6. Growth rate of the price of steel scrap (#1 heavy melting, $/ton) 0.1 0.0
7. Index of new private housing units authorized by permit -0.1 0.1
8. Growth rate of U.S. M2 money supply, 1992$% 0.1 0.2
9. Purchasing Managers' Index -0.1r -0.1

Trend adjustment 0.0 0.0

Percent change (except for rounding differences) 0.3r 0.2

Coincident Index

1. Industrial production index, basic steel and mill products (SIC 331) 0.1 0.1
2. Value of shipments, steel works, blast furnaces, and rolling and finishing
mills (SIC 331), 1982% -0.1r 0.3
3. Total employee hours, blast furnaces and basic steel products (SIC 331) 0.0 0.2
Trend adjustment 0.1 0.1
Percent change (except for rounding differences) 0.1 0.7

Sources Leadiry: 1, Bureau of Labor Statistics; 2, Bureau of the Census and U.S gigabBurvey; 3, Bureau of the Census and
U.S. Geolgical Surve; 4, Standard & Poor's; 5, Federal Reserve Board; 6, Journal of Commerce and U gca&b&alvey;
7, Bureau of the Census and U.S. Ggiolal Survey; 8, Federal Reserve Board, Conference Board, and U.S. dBxblo
Survey; and 9, National Association of PurchasManayement. Coincident: 1, Federal Reserve Board; 2, Bureau of
Census and U.S. Gegfcal Surveg; 3, Bureau of Labor Statistics and U.S. Gelal Surve. All series are seasongall
adusted, exgat 4 and 6 of the leadin index.

NA: Not available r - Revised




CHART 4.
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Shaded areas are business cycle recessions. Ast&yisighify peaks (the end of an expansion) and
troughs (the end of a downturn) in the economic activity reflected by the indexes.

CHART 5.
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Table 6.
The Aluminum Mill Products Industr  y Indexes and Growth Rates

Leadin g Index Coincident Index
(1977 = 100) Growth Rate (1977 = 100) Growth Rate
1997
January 140.9r 3.5r 123.8r 1.2r
February 142.8r 54 125.7r 3.5r
March 142.8r 4.7 126.1r 35
April 143.5r 4.9r 125.9 2.9
May 143.5r 4.3r 125.7r 2.2r
June 143.4 3.8 127.1r 3.9r
July 143.6r 3.5r 127.6r 4.0r
August 144.4 4.0r 126.8r 2.2r
September 146.6r 6.3 127.6r 3.0r
October 147.8 7.2r 127.6r 2.7r
November 145.5r 2.9 127.8r 1.0r
December 146.8 4.0 127.0 11
r - Revised

Note: Growth rates are eressed as copound annual rates based on the ratio of the current month's index to thye avéea durig theprecediry 12
months.

Table 7.
The Contribution of Each Aluminum Mill Products Index Component to the Percent Chan ge
in the Index from the Previous Month

Leadin g Index November  December
1. Average weekly hours, aluminum sheet, plate, and foil (SIC 3353) -0.6r -0.3
2. Index of new private housing units authorized by permit -0.2 0.2
3. Industrial production index for automotive products 0.6r -0.3
4. Construction contracts, commercial and industrial (square feet) -0.8 0.7
5. Net new orders for aluminum mill products (pounds) -0.6 0.5
6. Growth rate of U.S. M2 money supply, 1992$ 0.2r 0.2
7. Purchasing Managers' Index -0.2 -0.2

Trend adjustment 0.1 0.1
Percent change (except for rounding differences) -1.5r 0.9

Coincident Index

1. Industrial production index, aluminum sheet, plate, and foil (SIC 3353) 0.0r 0.2
2. Total employee hours, aluminum sheet, plate, and foil (SIC 3353) -0.4r -04
3. Shipments of aluminum mill products (pounds) -0.4r 0.4
Trend adjustment 0.1 0.1
Percent change (except for rounding differences) -0.7r 0.3

Sources:Leadirg: 1, Bureau of Labor Statistics; 2, Bureau of the Census and U.S gigablurve; 3, Federal Reserve Board; 4,
F.W. Dodye, Division of McGraw-Hill Information $stems Corpary; 5, The Aluminum Association, Inc. and U.S.
Geolajical Survey; 6, Federal Reserve Board, Conference Board, and U.S.dBedISurvey; 7, National Association of
Purchasig Management. Coincident: 1, Federal Reserve Board; 2, Bureau of Labor Statistics and U.§ic@etlovey;

3, Bureau of the Census and U.S. Ggaial Surveg. All series are seasonakidusted.

NA: Not Available r - Revised




CHART 6.
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Shaded areas are business cycle recessions. Ast&yisighify peaks (the end of an expansion) and
troughs (the end of a downturn) in the economic activity reflected by the indexes.

CHART 7.
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Table 8.
The Copper Industr y Indexes and Growth Rates

Leadin g Index Coincident Index
(1977 = 100) Growth Rate (1977 = 100) Growth Rate
1997
January 120.2 1.9 114.1 0.8
February 122.0 4.2 114.4 1.1
March 123.5 6.1 114.2 0.6
April 121.8 2.7 114.6 1.0
May 122.7 3.9 113.6 -0.9
June 122.8 3.7 114.2 0.1
July 121.7 1.4 114.0 -0.4
August 122.3 1.9 114.8 1.0
September 123.4 3.2 115.5r 2.0r
October 121.7 0.0 115.9r 2.4r
November 120.2r -2.6r 115.5r 1.7r
December 119.3 -3.9 115.7 1.7
r - Revised

Note:hGrowth rates are gressed as copound annual rates based on the ratio of the current month's index to thye @aveea durig theprecedirg 12
months.

Table 9.
The Contribution of Each Copper Index Component to the Percent Chan ge
in the Index from the Previous Month

Leadin g Index November December

1. Average weekly overtime hours, rolling, drawing, and extruding

of copper (SIC 3351) 0.0 0.1
2. New orders, nonferrous and other primary metals, 1982% 0.1r -0.3
3. MIl stock price index, copper companies -0.8 -0.9
4. Ratio of shipments to inventories, electronic and

other electrical equipment (SIC 36) -0.2r 0.3
5. Growth rate of the LME spot price of primary copper -0.2 -0.1
6. Index of new private housing units authorized by permit -0.2 0.2

Trend adjustment 0.0 0.0

Percent change (except for rounding differences) -1.3r -0.7

Coincident Index
1. Industrial production index, primary smelting and refining of

copper (SIC 3331) 0.1 -0.1
2. Total employee hours, rolling, drawing, and extruding of copper

(SIC 3351) 0.0r 0.3
3. Copper refiners' shipments (short tons) -0.5 -0.1

Trend adjustment 0.1 0.1

Percent change (except for rounding differences) -0.3r 0.2

Sources Leadirg: 1, Bureau of Labor Statistics; 2, Bureau of the Census and U.S gigabBurvey; 3, U.S. Geolgical Survey; 4,
Bureau of the Census and U.S. Gealal Survey; 5, London Metal Exchaye and U.S. Geolical Survey; 6, Bureau of the
Census and U.S. Gegjoal Survey. Coincident: 1, Federal Reserve Board; 2, Bureau of Labor Statistics; 3, Ame
Bléreau of Metal Statistics, Inc. and U.S. Gealal Surveg. All series are seasonatidusted, exgat 3 and 5 of the leadin
index.

NA: Not available r - Revised
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CHART 8.
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Shaded areas are business cycle recessions. Ast&yisighify peaks (the end of an expansion) and
troughs (the end of a downturn) in the economic activity reflected by the indexes.

CHART 9.
COPPER: LEADING AND COINCIDENT GROWTH RATES, 1978-97 Percent
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5 index

to its average level during the preceding 12 months.

Source: U.S. Geological Survey, February 1998
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Explanation The leadig index of metal prices, also published in the Metal
Industy Indicators, is deghed to sjnal chaiges in a composite

Each month, the U.S. Gegioal Surve tracks the effects of the index of prices for primar aluminum, copper, lead, and zinc
business ycle on five U.S. metal industriey lsalculatig and  traded on the London Metal Exclygn On averge, this leadig
publishirg composite indexes of leadjinand coincident index indicates ghificant chages in pricegrowth about 7 months
indicators. Wesle Mitchell and Arthur Burns oginated the  in advance.

cyclical-indicators approach for the econpas a whole at the . ) ]

National Bureau of Economic Research in the mid-1930's. Ovefhegrowth rate used in the Metal Indystndicators is a 6-month
subsequent decades this approach was developed and refingfoothedyrowth rate at a compound annual rate, calculated from

mostly at the National Bureau, under the leadership of Gaoffre & movirg averge. Movirg averges smooth fluctuations in data
H. Moore? over time so that trends can be observed. The 6-month smoothed

growth rate is based upon the ratio of the latest mpntidue to

A business ycle can briefy be described agowth in the level  the precedig 12-month movig average.

of economic activit followed by a decline succeedeg Further

growth. These alternatjperiods ofgrowth and decline do not 12
occur at rgular intervals. Composite indexes, however, can help _
determine when bhs and lows in theycle might occur. A Current Value 6.9 _ 1 0 *100
composite index combinesydical indicators of diverse '

economic activig into one indexgiving decision makers and preceding ]_2 ‘month
economists a sghe measure of how chges in the businesyde

are affectilg economic activit. no Ving average

The indicators in the metal indugtieadirg indexes historicajt ) o

give signals several months in advance ofjonachames in'a  Because the interval between midpoints of the current month and
coincident indexy a measure of current metal |n§hmt|v|ty the preCEdig 12 months is 6.5 months, the ratio is raised to the
Indicators that make up the leaglindexes are, for the most part, 12/6.5 power to derive a compound annual rate.

measures of anticipations or new commitments to various

economic activities that can affect the metal industries in thd he growth rates measure the near-term ingusends. The,
months ahead. along with other information about the metal industries and the

world econory, are the main tools used to determine the outlook
Composite coincident indexes for the metal industries consist d¢¥f the industries. A 6-month smoothgrdwth rate above +1.0%
indicators for production, shipments, and total emp@éohours ~ Usualy means increasgngrowth; a rate below -1.0% usugll
worked. As such, the coincident indexes can lparded as means declinig growth.
measures of the economic health of the metal industries.

Three of the metal indugtcoincident indexes, those for prigar  The next summay is scheduled for release on MINES
metals, steel, and aluminum mill products, reflect theirFaxBack at 10:00 a.m. EST Friday, March 20. Access
classifications in the U.S. Standard Industrial ClassificationMINES FaxBack from a touch-tone tel@hone attached to a
(SIC). The SIC is the main classification usgdtbe United ~ fax machine by dialing 703-648-4999. The address for Metal
Statesgovernment and industrin collectig and tabulatig ~ !ndustry Indicators on the World Wide Web is:
economic statistics. Two of the coincident indexes, one fohttp://minerals.er.usgsgov/mineralsubs/mii/
copper and one for primaand secondgraluminum, are blends
of two different copper and aluminum industries, respegtivel _ )

The Metal Industry Indicators is produced at the U.S.
Of the five metal industries, primametals is the broadest, Geolaical Survg by the Minerals Information Team. The report

consistilg of tweny-six different metal procesgnindustries. IS Prepared ¥y Ken Beckman (703-648-4916), e-mail
The steel, aluminum, and copper industries are parts of th&beckman@ugsgov), and Gail James (703-648-4915), e-mail
primaly metals industr. (gjames@ugs gov). The Center for International Businesgle

Research at Columbia Univessand the former U.S. Bureau of
The metal indusjr leadirg indexes turn before their respective Mines developed the metal indystteadirg and coincident
coincident indexes an avegaof 9 months for primgrmetals, 8 ~ indexes. Customers can send mail concertiie Metal Indusir
months for steel, and 7 months for copper. The gedead time  Indicators to the followig address:
for the leadig indexes of aluminum mill products and primar .
and secondgraluminum is 6 months. U.S. Gegjeal Survy
Minerals Information Team

'Business @cle Indicators, A monthly report from The Conference Board 988 NatiijQ| Center
(March 1996). Reston, \ginia 20192
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